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-~How Much Social Security 
for Your Old Age? ’ 


* 


. Linrorp: The nation is at the crossroads in social security. People 
demanding that government be utilized to provide a minimum of 
ial security against the major hazards. The issue is not whether we , 
uld have social security but how much and through what means it B 
ll be provided. a 
hat is the problem of old age security? What social security meas- 
s for the aged are now in operation? What more do we require? 3 
we pay for old age security without weakening our economy? 
1e Congress is now considering a comprehensive program for old age 
d other kinds of security. Altmeyer, what is this social security pro- 
am which you and the Truman administration have proposed for 
option? 


Mr. Atrmeyer: The Truman administration proposes a comprehen- 
fe, adequate contributory social insurance system as contrasted with 
system of public assistance or relief as a first line of defense against hu- : 
an destitution in this country. This sort of a contributory social insur- 

ce system would cover loss of wages due to unemployment, sickness, 

ability, old age, and death. It would enable the people of this country 

pay for adequate medical care in a more bearable fashion.’ 


‘ Sponsored by the Truman Administration, two bills for extending social secu- 
y (exclusive of the health and sickness insurance proposals) have been intro- 
ced in Congress. One of the bills extends social security coverage to add twenty 
llion people to the thirty million now covered by present legislation. This addi- 
nal group would include farmers and farm laborers, small businessmen, profes- 
nal people, self-employed, domestic help, employees of nonprofit institutions, 
yvernment employees, and members of the armed forces. The pay-roll tax rates 
uld be raised from the present 1 per cent to 2 per cent on both the employer and 
- employee. These taxes would be paid on the first $4,800.00 of income rather 
in the present $3,000.00. Old age benefits would be increased. Maximum monthly 
efits, for example, would be increased from $85.00 to $150.00 per month. Mini- 
im benefits would be increased from $17.50 to $50.00 per month for a widow 
1 two children; from $15.00 to $37.50 per month for a retired man and his wife; 


1 
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Mr. Linrorp: Linton, what do you think about the proposed system: 
How much is it going to cost? | 


Mk. Linton: As nearly as I can make out, it would cost probably 181 
20 per cent of pay rolls. I think that that is a very heavy cost unless it | 
properly assessed. 


Mr. Attmeyer: I think that you, Linton, are too high in your estimat 
I believe that an adequate contributory social insurance system coverin 
all the hazards which I have mentioned—not only old age but all the; 
hazards—would be under 15 per cent. And let me remind you, as a g 
insurance executive, that we are not talking about additional costs to th 
national economy. We are talking about spreading existing costs throug 


| 


a sound system of contributory social insurance. | 


Mr. Linton: I feel that that is true, but the tendency is for costs to F 
above estimates. Also, the distribution of costs must depend on tk 
method of taxation, and that could be very dangerous for the country 
economy as a whole. | 


Mr. Linrorp: Whether it costs 18, 15, or 12 per cent, how much soci: 
security can we afford? What is the danger point? 


Mr. Linton: My feeling is that the taxation program is importay 


from $10.00 to $25.00 for a retired individual; and from $10.00 to $17.50 for 2 
aged widow. Workers newly covered in these plans could start receiving benef 
in 1953; for others the qualifying time would be cut in half. Any beneficiary cou! 
earn as much as $50.00 a month without sacrificing his insurance benefits. (TI 
limit is now $14.99.) A lump-sum benefit equal to three months’ insurance beneff 
would be payable in case of the the death of an insured worker. The retirement ag 
for women employees, widows, and wives would be lowered from sixty-five to six’ 
years of age. This bill would also provide for disability insurance for fifty millic 
workers, ranging from $8.00 to $45.00 per week for short periods of disabilit 
In cases in which the disability period exceeded six months the disability would t 
considered permanent, and benefits equal to retirement would be granted. 

A second bill for federal financial aid to states for public assistance was also intr: 
duced. The present legislation covers the aged, the blind, and dependent childrer 
the new bill proposes to cover all needy. The assistance would continue to be as 
ministered by the states, with the federal government paying a share ranging fro1 
40 per cent of the relief payment in the highest-income states to 75 per cent in tt 
lowest-income states. Maximum benefits under this formula, which the feder. 
government would pay, would be $50.00 per month for each of the first two persor 
in an indigent family, and $20.00 per month for each additional person. This pla 
raises the benefits to those already included in the federal-state matched funds plas 
now operating. 
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| OLD AGE AND SURVIVORS’ INSURANCE BENEFITS 
JUNE, 1948 
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Retired Man Only Retired Man and Widow and Two 
Aged Wife Children 


purce: Social Security Administration. 


Ve must not stifle our capital funds. We must have a healthy economy. 
E we do not have a healthy economy, there can be no personal security. 
am afraid that Britain is going to have to find that out the hard way. 


Mr. Arrmeyer: I certainly agree with you about our American system 
f contributory social insurance. I think that it must rest upon a sound 
ational economy. But I want to point out that our social security con- 
‘ibutes to a sound and national economy by maintaining purchasing 
ower and by making more effective savers of the American people. 


Mr. Linton: I feel also that we should point out that social security 

sally should be a basic level of protection. Lord Beveridge in Great 
ritain very fully outlined the subsistence level of benefits which he 
uid are proper for social security, leaving ample room for personal 
litiative and ambition to build on top of the basic floor. 


Mr. Atrmeyer: I think that we are in complete agreement, Linton, 
n that. Also, I think that you will agree that the history of our social 
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insurance system so far has been that it has promoted and stimulate 
individual saving and private insurance. 


} 


Mr. Linroro: Should we not also say that it is not going to be og 
to distribute purchasing power among families unless we keep the tot: 
economy healthy, in order that we have goods and services in grea 
plenty to be purchased by those who have purchasing power? 

We should turn now to the question of the size of the old age securit 
problem we have to solve. There are now some eleven million people 
the country over sixty-five years of age, and this number is growin; 
It is expected that, in the next forty years, that number will double. Wi 
will then have about twenty-two million. The problem is further com 
plicated by the fact that people are living longer. Life-expectancy 
increasing as the years pass, so that people have a longer period of o 
age for which to save. What are the consequences of this increased num 
ber of old people? 


Mr. Attmeyer: One of the consequences, of course, is that we i 
developing a lopsided social security system in this country. Today 
have an average old age insurance benefit of only twenty-five dollars | 


month and an average old age assistance or relief payment of forty-thre 
dollars a month. We have only a million beneficiaries receiving insu: 
ance benefits and two and one half million old people receiving publ! 
assistance. In one state the average—mind you, the average—monthl 
payment for public assistance to old people is eighty-three dollars. I 
another state three out of every four of the old people over ix 


years of age are drawing old age assistance. 


Mr. Linton: Another consequence of the inadequacy of the soci: 
security system is that the dominance of veterans’ social security efforts 
growing and that unions are demanding excessive pension systems fror 
industry. 


Mr. Linrorp: As I understand what you are saying, we started out i 
1935 planning a long-range program for old age security. In that pla 
we were going to place the major emphasis upon the contributory insu: 
ance method. Now, after some thirteen or fourteen years, the insuranc 
program has failed to carry its share of the load, and it leaves the publ: 
assistance program with the lion’s share. For example, I was looking : 
some figures the other day in the case of Milwaukee County, Wisconsit 
There, some thirty-three million dollars of social security payment 
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OLD AGE INSURANCE BENEFICIARIES, 1940-48 


1940 1941 1942 1943 1944 1945 1946 1947 1948 1949 
* Widows caring for child beneficiaries. 
Source: Social Security Administration. 


vere spent in 1947. Some 59 per cent of that expenditure came in the way 
f Veterans Administration expenditures, and only about ten million 
ollars of the total represented the social security payments. In other 
yords, we have failed here to put into effect the plan which we launched 
1935. 

In view of this, what is it that we are proposing now, Altmeyer? The 
dministration has this bill before Congress. What is it that you are 
roposing to the country? 


Mr. Attmeyer: | think that Linton and I are in agreement on the 
average. I would like to have Linton tell you about this Advisory Coun- 
1 to the Senate Finance Committee. If I disagree, I will be sure to 
iterrupt him. 


Mr. Linton: I think that the first thing is that we agree that there 
1ould be extension of coverage. There is so much in-and-out move- 
went of people from covered to uncovered employment; people lose 
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taxes and get no benefits from them; they are paying indirect tax 
through higher prices. 

The people who are not covered, generally speaking, are in five lar 
groups. First, the self-employed—there are about seven million, 
whom roughly half are farmowners. There are three and one-half mi 
lion farm employees. There are about two and one-half million hous} 
hold workers; about a million people who are employed by the nonprot 
organizations; and about four million in state and local governmes 
employment. About eighteen million people, therefore, in those fiy 
groups are not covered. They should be covered. 


Mr. Linrorp: Altmeyer, how do you propose to cover these group 


Mr. AttMEyeER: We cover the present groups through what is know 
as a pay-roll reporting system. We could have a simplified pay-r¢ 
reporting system for these uncovered groups as well. | 

Another alternative which has been under discussion is what is know 
as a stamp-book plan. Under that plan an employer of domestic servant 
or of farm workers would get the stamps, evidencing payment of co; 
tributions on behalf of these workers, from the rural mail-carrier 
from the post office. He would put them in the worker’s stamp bod 
and, when that book was filled up, he would drop it in the neare 
mailbox. It would arrive at Baltimore, Maryland, in due course, and tl 
worker’s wages would be posted to his account in Baltimore. Of cours 
as you know, benefits are based upon the amount of wages posted to 
worker’s account. 


Mr. Linton: I take it, Altmeyer, that you are referring this stam 
book system only to the domestic servants and to farm labor and not 
the other groups. They would continue, would they not, with the pa 
roll deductions as at present? 


Mr. Atrmeyer: I think so. I think that it is those two groups whic 
you have mentioned concerning which most questions have been rais« 
as to the feasibility of extending coverage. 


Mr. Linrorp: What about some of these groups which are now e 
cluded? As I understand it, there are proposals before the Congress f 
voluntary coverage. Why do they all need to be brought in on a cor 
pulsory basis? 


Mr. Linton: The voluntary proposal before Congress has to do on 
with the employees of state and local governments. There, on accou 
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into a federal insurance 


ing them 
ystem on a compulsory basis. But the states can bring them in under 


roper conditions, and that is what is proposed. But the states will exer- 


f constitutional reasons, you cannot br 
se the voluntary choice. 
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When it comes, however, to letting individuals come in, for example 
under a voluntary basis, that would be very serious indeed. You woul 
find that only those who were relatively well-to-do and well along it 
years would elect the plan. They would get great benefits for their pay 
ments, and the fund would be milked because there would be no corre 
sponding taxes from the whole group to help pay. The voluntary systen 
for individuals is very serious and should not be adopted. 


Mr. Linroro: I notice, in the report of this Advisory Council on Socia 
Security, that you make a very similar statement—that these group 
must be, in so far as possible, covered under a compulsory system. 


Mk. Linton: That is the unanimous feeling of that council. 


Mr. Linrorp: We turn next to a question of how great these benefit 
should be. If we are to choose the road of social insurance, not only mus 
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this plan be expanded to cover those groups which are now excluded 
with respect to coverage but it should also provide that the benefits be 
adequate. How do you propose to cover this point, Altmeyer, in your 
administration bill? 


Mr. Atrmeyer: We would, of course, continue paying a percentage 
of the average wage. That is, we would pay a percentage of the average 
wage loss when a worker retires or, if he dies, pay a percentage of his 
average wage to his widow and surviving children. Likewise, we would 
do the same in connection with permanent disability, if that were added 
to this system. 

A few examples might indicate how much we propose to increase the 
percentage of the benefits as related to the wages. Let me remind you 
that the last change was made in 1939 and that since then the cost of liv- 
ing, as we all know only too well, has risen greatly. Wage rates have 
risen also. We would propose that the old age benefit, which now 
averages $25 a month, be increased so that the minimum would be $25 
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a month instead of the present $10 and that the maximum be $150 at 
month instead of the present $85. | 

If a worker were earning $100 a month—let us take that as one exam-+ 
ple—he would now be getting $28 a month after contributing for twelve 
years. Under our proposal he would get $46.20 a month. A $400-a-month} 
worker, who draws $44.80 under the present law, would draw $96.60 
under our proposals. But please note that the low wage-earner gets aj 
larger proportion of his wage loss as a benefit than does the high wage- 
earner. 


Mr. Lrnrorp: Linton, I notice that the Advisory Council made a} 
different set of recommendations, though you, too, would propose: 
some rather marked increases in benefits. 


Mr. Linton: Yes, I would propose an increase. I would not base the: 
taxes on anything higher than the first $3,000 of wages. That is one: 
change which I would make. Also, for example, a man and wife with, 
$250 a month average earnings, retiring today would get $67.80 a month. 
I would change the formulas so as to raise that to about $95 or $9 
a 41 per cent increase. I would not increase the $3,000 tax base because 
that would do nothing for the persons under $250 average monthly earn- 
ings and would give everybody over $250 a month an extra increase 
above the 41 per cent they would get from the change in the formula. 
I think that those over $250 a month are not the people who should get 
this extra amount. 


Mr. Atrmeyer: But if $3,000 a year was fair in 1939, then you must 
admit that $4,800 is fair today, because $4,800 represents no more than 
$3,000 in 1939. So what you are saying in effect is that we should make 
the system less liberal than it was in 1939. 


Mg. Linton: No, I would not say that at all. I look at the effects of the 
formula and I find that everybody $250 a month and over gets 41 per 
cent increase. If I were changing the formula, I would rather change it 
so that those under $3,000 would get more than 41 per cent and that those 
over $3,000 got 41 per cent. I think that that is a much better change if 
we are going to alter the present proposal. 


Mr. Artmeyer: Let us not get all mixed up in percentages. The net 
result of all this is, as I said a minute ago, that the low wage-earner— 
for instance, the $100-a-month worker—would get 46 per cent of hi: 
wage loss and that the $400-a-month worker would get only 24 per cent. 
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seorgia. 


30 there is still a great difference in the percentage of wage loss paid as 
. benefit. 

Mr. Linton: One thing, Altmeyer, which you did not bring in is the 
yenefits to the widow—I mean, to the wife of the man who is getting 
he benefits. You should raise those figures, and I feel that those in the 
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upper earning groups are able to provide above this figure which I 
proposing by their own efforts. 


Mr. Linrorp: I notice that both of you agree that these benefits should 
be liberalized. You both agree that there should be survivors benefits, asi 
well as dependents benefits, added to the payment to the retired worker 
I notice that, in addition to this difference you have over how =a 
should be taxed, Altmeyer is recommending that an additional amount! 
be paid to workers who have been in the system a long time. 


Mr. Atrmryrr: What I am suggesting is what is already in the law. 
I do not want to deliberalize the present law. What we are undertakin 
to do is to liberalize it and to make it more adequate. Under the present! 
law and under the proposal, a worker would receive a 1 per cent increas 
in his benefit amount for every year which he contributed. Now, that is} 
only equitable. Otherwise, forty years from now, Linton is going to say 
that the government is not giving the young fellow his money’s worth. 


Mr. Linton: There are two or three things, Altmeyer, to be said on 
that. In the first place, the new formula gives larger benefits than the old 
formula after fifty years of operation. So, we are already giving fifty 
increments under the new formula. Also, social insurance should relate 
benefits to need. If a $200-a-month man needs a certain amount of 
insurance today, why should the $200-a-month man get 30 per cent more 
thirty years hence? If 30 or 40 per cent more is right later on, the larger 
figure should go into effect now. Social insurance should relate to need 
and not to this equity principle. 


Mr. AttmeyEr: Let me point out that we want a social security system 
which fits in with the American way of life. One of the essentials of the 
American way of life is that people shall pay for what they get but that 
they not be required to pay more than the value of the protection the 
government provides. Your proposal would mean that the young worker 
would be “gypped.” 


Mk. Linton: I disagree thoroughly on that. I am convinced that the 
cost, which would be paid in taxes by the worker himself, should not go 
above the value of these benefits prior to and at age sixty-five. Also, I am 
sure that your figures of cost are too low. But that would take quite a 
time to explore. 


Mr. Linrorp: In any case, as I said before, you both agree upon some 
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ery marked increases in these benefits. I wonder how much it is going 
» cost. How much will this Truman program cost, Linton? 


Mr. Linton: I might say, first of all, about this increment, that it 
right add 2 to 33 per cent of pay roll eventually—that is, from three and 
half to six billions, which is a very large amount. Now, the Old Age 
nd Survivors Insurance program might cost up to—it all depends on 
1e formula—12 per cent of pay roll eventually, or it might be as low as 
per cent of pay roll. It all depends on the formula. 


Mr. Attmeyer: Let me say that I believe that Linton’s estimates are 

90 high. I believe that the cost of an adequate Old Age and Survivors 
nd permanent disability system would be about 6 per cent of pay roll. 
jut I am willing to accept a figure as high as 73 per cent of pay roll. 
believe that that is not an excessive figure to pay for that amount of 
rotection. 


Mr. Linton: The trouble is that you are talking about a theoretical 
svel premium, Altmeyer, which is not going to be charged. 


Mr. Attmeyer: Not at all. 


Mr. Linton: I was talking about the ultimate cost of the program 
fty years hence. 


Mr. Atrmeyer: Not at all. Depending upon how much of a reserve 
ou build up, the cost will range from 6 to 73 per cent. 


Mr. Linrorp: Whether the cost is 6 per cent or 10 per cent, I can see 
nat you do not agree on which it will be. Perhaps there is no way of 
nowing. I would like to have your views, however, on how it should be 
aid. What part of this should the employee pay, Linton? 


Mr. Linton: I feel that we should go as far as we can on the fifty-fifty 
asis; that is, that the pay-roll taxes should be shared equally by the 
mployer and employee. At present the assessment is 1 per cent on the 
mployee and 1 per cent on the employer. I think that when the new 
enefits go into effect, if they do, it should go to 13 and 13 and then stay 
here until an increase is needed to 2 per cent each. Then, I think that 
he whole system should be reviewed. We ought to see how our cost esti- 
aates are holding up and to make new ones in the light of experience. 
“hen we should reset the whole financing system in the light of those 
esults. 


Mr. Attmeyer: I would agree with Linton so far as the immediate 
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schedule of increase in contribution rates is concerned. However, I 
think that it is a very dangerous doctrine, for an insurance man partic 
ularly, to say that we should not try to envisage a financing plan that 
would take a long look forward. What I am trying to say is that we 
must make up our minds as to how we are going to finance this yo 
for the long-time future. 

I believe that we cannot expect the workers of this country to pay mor 
than 23 or, at the most, 3 per cent for this amount of protection. Accord 
ing to Linton’s figures of cost, which he insists are correct, that woul 
leave a great margin to be financed either by the employer or by th 
government. He must make up his mind as to how that additional ofl 
is going to be financed and tell us now. 


Mr. Linton: I feel that we cannot answer that question now. I think 
that we will have to wait and see how the program develops. 

I would keep the benefits reasonable so as to avoid a government sub+ 
sidy if possible. Assuming that the employer and employee each pay 
3 per cent, that would make a total of 6 per cent; and I would try t 
manage the system so that there would be very little cost above 6 per 
cent, because I feel that a government subsidy should be avoided if it 
possibly can. 


Mr. Linrorp: I notice that it was originally planned that this program! 
should be financed by a much larger pay-roll tax than we have yet hadJ 
It should now be 3 per cent, but it is still 1 per cent on each. And has not 
the action of Congress in freezing the pay-roll tax had a tendency t 
have this program financed out of public taxation rather than by the pay- 
roll tax system? 


Mr. Linton: Personally, I do not think that there has been any public’ 
financing of this system yet, because the pay-roll taxes have covered all 
the benefits which have fallen due to date and have actually built up an: 
eleven-billion-dollar reserve. This reserve is now at hand in bonds in the: 
trust fund. 


Mr. AttmeyeEr: But you would also agree, Linton, I am sure, that a: 
private insurance company writing this amount of protection would 
have had to charge more than 1 per cent each? 


Mr. Linton: Yes, I thoroughly agree. The point is that I believe that 
the proper benefit of taxation is to have the taxes go up as the benefits go 
up. We should not attempt to have a level premium system which 
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ight raise reserves to something like one hundred and fifty or even 
ore billions of dollars. 


Mr. Linrorp: You speak of this reserve fund which is now some 
ven billions. Recently, the House Ways and Means Committee, which 
considering how this program should be financed, received a letter 
om former President Hoover. In the letter Hoover charged that the 
vestment of the trust fund in government bonds, followed ultimately 
y the repayment of these bonds out of tax revenues, constituted a double 
ix burden on the insured population and that this reserve, in other 
ords, was a “phony.” 


Mr. Linton: I was very much surprised when I saw that letter from 
man of Herbert Hoover’s standing, because if those eleven billion dol- 
urs of government bonds in the trust funds are not any good, what 
bout the fifteen billion dollars of United States government bonds 
shich are held by the life insurance companies? The money which the 
overnment borrowed from the life insurance companies was also spent, 
nd we are not worried about that fact. 

Now, if the government must borrow, it is just as reasonable that it 
hould borrow from the trust fund as from a private life insurance com- 
any. The bonds will be just as valuable and useful to the old age and 
urvivors system as they are to the life insurance companies. But, of 
ourse, we must look into the fact that if the government borrows un- 
visely, just because this money is there, and spends it, then in the future 
might be a serious situation. 


Mr. Attrmeyer: Linton, may I ask you now: Do you then say that 
here is actually no double taxation involved? Workers are not taxed 
wice for these benefits, are they? 


Mk. Linton: I wish that we had time to go into that. You are right. 
\s far as this eleven billion dollars is concerned, there is no double taxa- 
on involved. 


Mr. Linrorp: Gentlemen, we have been talking in terms of social 
ecurity payments to the aged. I wonder if you would agree with me that 
is necessary or desirable that the country also make some plans for 
eeping the aged in productive employment as long as possible rather 
nan plan to pay benefits to everybody when they reach age sixty-five. 


Mr. Arrmeyer: I certainly do agree with you. While we have not had 
me to discuss it, I have felt for a long time that, like the forty other 


countries in the world which have old age and survivors insurance, w 
ought to have permanent disability as a part of our system. We ough 
also to recognize that workers will stay in production and should stay in 
production so long as they are able. In other words, there should be 
flexible retirement age, depending upon the productive capacity of tl 
individual worker. 


Mr. Linton: I thoroughly agree on this matter of keeping people 
productive so long as we can. Having so many old people, we cannot 
expect those who are working to take care of this group who are in 
idleness, especially when the burden is going to become so great. The! 
important thing is to get this Old Age and Survivors Insurance system 


adequate so that it will replace the other systems which are growing up. 


Mr. Linrorp: The social security system, of course, if it pays a fla 
amount of one thousand dollars even, to each aged person, would cost; 
us in the neighborhood of eleven billion dollars per year now. And in 
forty more years it would amount to twice as much, or twenty-two 
billions. . 


Mr. Attmeyer: What you are saying, Linford, is that we are propos- 
ing a much safer system because benefits are related to proven wage loss. 


Mr. Linton: And also we are proposing a system of taxation which, 
if it is properly administered, will not be a detriment to the econom 
as a whole. 


